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National Presto Industries Inc

Eau Clairç iq0s11

lan of ti issues tic cia ibed in last sc ass icpoi lid in Kt matei ialiii and if Ic tt 201 it stilts he tr

it te it towaids 11 n.e labi
piociutis had piotound iinpat on tin Iousessaies Sm dl pp1iai ic si pmeiit

ieveitu iinnicxlit inflation impatttd all segments in paitit ulai bsoibent Pioduits md lot senates/S nil

Applianct So tot did sai itt of issues incident to th staitu of in is piodut tion lii is at the Dcfensc mJ
bst slit nt Pit duits ce meiits

testil of thtst id othu issues salts and eainins detutased fioin the pioi seus rctoid sels \c.t

tonsolidated saks in 211 sseie $31 021 000 veisus 2010s XX00 is hilt net camE igs isere S4 .965 000
seistis he prioi nai St3 XX

the bcoz 1w ProduLts sti inc in enjosed an ant reise in resenues 51 .0 million oi 21 ic in Luge iart

to its si tessful implemcni iliap cii it ..ustomti JserCfk talon oiarr lhat iireae of set in pat th detizas

am tI thc two se4mnts S26.6 mill oni6 it the llouscssazcs Small ppliance scment and S3 miii in

.9 at the lefc rise segi sent Whik the Iousessaiec Small pplianu segment dec.hn tati 1w attiibutcd the

bus ii tic rid ii ci tioned abosc along is ith onsumer beh4n ioi.l change dubbed the pc st ii tuni consc miser lis

isse fat
pagc the 1cfense segments dedme ssas pi imai iii one of shipnmcnt urnin see av.s and Sfor fur thei

epi in lion fett vels def ci ring sales to latet date

xiatini moits at il three seg izents clet hncd lions 2010 lesels sslth the majonts of tltc dci line at both the

bus stares Small \ppiiante Sill S42AXX oi 3t and 1efensc 56 394000 or 10.-P segments attiibutabk to

the dro is in so rime refereni.ed abase In tht case of the 1eftnse sc4nent reailicd effkiencies offset portic ii of he

iPaig fi hit deJuic As II the ie ha ommudits tusts intl the edui.Uon in Use value of the do las

hid ii gatist ect on Ia iscssaies Small Appliance and Absorbi nt Pmduc.ts bottom line results the .\bsorbcia

Frock its segment prolitabilits state also untasorabls impacted In inefliclencies stemming lion Usc inst ill alan and

staitup of nest pioduction cquipment lire on one of its piodui.tion lines during the first iarter and thc absince

of cit nts of non letcu ing nature that had contributed signifkantly to prior year eaimngs hr additional dcl iii on
etch se inent scc the Operation sec.tion of this

ieport starting on page lbrtfollo earnings sscre also dana mmusc

ioi ii refkctin the cant nuajon of the ultra loss Pedenl RieseiseBoards fedeialfunds target rate schic rcmai id

at0.0 toOlS

Iven seas has esen.s at are espected to base far reaching die is Izequentls they are too sensltnr otto spe
levse Lx dh.n.tiniuii in pus cs si cli as these e.g potential new business senture or prospcc.tmve acqussiti in lIre

POll Ii scas e.ceptlon rhaps the most significant esent of the
yeas that can be discussed Is thi

acquisition of

thc asse of Al Fechnologres Inc small less lethal ammunition business Products horn sat acquisition include

moke 4mcl tear was grenades specialty impact munitions daversionan deiices and stun munitions support accc

mies like launchems and gas nasks antI training forth use of the imoducts ltc business is an rtcelLcnt conrpkment

lefensc segment as It adds product line that can be sold to the segments cuneni customers ssell as nest

ustomers e.g forcign countries lass enforcement and c.onectlonal lnstLtutions that are potential custos sets or

..he segments other products In this unfortunate day and age of social unrest such as ccup %Vall Strect intl the

Imddle tact and Greek riots less lethal products are the weapons of choice

In kcepln with much of as hrstoiy your Companys long standing iccord of pacing ieneious dii adendsc in

mnued Late in the sear the Boaid of Iirectors approved dividend action for the 68th consec.cttrve wit resolu
Lion subsequently adopted authorled disbursement of single lump stun in \laich 101 consIsting of setuiar

cbs idend of 1.01 per share plus an estra of S5.00 per share As in past years the entise dii idend was derived born

operating earnings

oolclng ahead to 1012 the current kderal gosernments ii tions pros
ide little basis fbi opturu iii en

fact that there has been no budget for the past thice years theme is no reason to dunk that thea still bc one fbi the

upcoming war ncontrollecl spending and fiscal irusponslbIlits appear to be the niantra at the current admntlsura

titus along stith disregard foi indIvidual rights the sancttt of contracts and onstitutronal checks and balanccs
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he eto iomit recosti ii 2111 contInued at an aneink

ice %hllc sigh end brick aid mortai establish anents en

joud ci itisels stiong sales sis sis the prior eai those sets

Li intddk netica the stores pa imat ils frequented bs the

consu ntis is so purchase sout ompat cookets

and applian is did not faress II Internet sales ssen etraoi

di icit tb stio As so major inter net tetailers aic imat ils

ten tedml ufiding tint fit ta bet than tnakingaptohtontht

goods thes sell then pitcini consunter puxlucts esen akin

shippin and handline ssete shaipet than those found

at in Kk and moi tat tetatlets Fhe popularits of sinai ph ines

ss ith cannn capabilitks has eau.t bated the situation bs

turnti tetail stahhslunents into internet slioss rooms Instead

of
put

has it piodut sot interest it ictail outlet consuint is

ss ith sn at ni ons scan bat codes find the lossi st price on thc

irteinct an thcn place theil oidet onlinc ill sshile standin

it the ton h\
pr 1st cc pius kled Jut thea impctus to the

adopt on of direct impoi hate Lix
pingi ims that bcgan in

210 \ot only do the sak of pioducts purthased undo these

plot ins mi ron the retamlet margins but as the products

ire est lusise thes so china sati thc onsuntei ability to

csna xli cnchaseonltie lix eisitimmdc off howeseiaslre

quents the oducts ate rooils di signed and of gut stionabk

quabtc Jiw the pint ntial tetut sand recalls engendet uf bs

such poduct as well as the rcqu tentent to tarn high lesels

of inst ton the ditect Impom Pt is ate label programs arc not

espec to be of long listing natuic t%li Ic this continue

hssesci thes have negitac nnlnct thu do reduce the

nou it of shelf and piomnotional spat asailablc for sout

omj anys Iousessaies Small pplianci segments products

\i idditional pItt noinen xs knoss ii as dx lust In time

oi 111 consi met also had piolound impact on meviess sen

shipments Vs inonuc dii 1k ultmc base nded the past consumis

ci ptactmceof wt hastnggoods tadsanceof need Pantriesand

gait sets th it ssere once M1 ss ith backup food and goods

in cd in anticipitmon of itee Is ate noss largek enspts

onst mets mnalce putt
lsases onls whc th ware iequued That

ianj buy ng practict has made itser difficult lot tetailems

to pmoperls stx It theim shclses Iis act act ii is adjusted their

arch isis to reflect ssl at 1pptared to he ieduulon in oserall

cl nianc lha Iju ts mit bci ante self Iulhlling prophecy

cli rim tl Oil hrlstmas seasoi Retai etc kept tnsentot ies

dcn its the seison at ultia los 1e els .ftc as sshen dx con

sumers as reads to put ise the shelf ssas cmpts

teult of the it ductio in olutne fion the prisati label

agran and the retailers misteic mng of hr demand sales fbi

iii setment sseu oil 16.9 horn thi
pa tot so It nons

to scseial requests
torn brick and mnomtar establishmet ts to

combat the loss of silts from tic in cit et thc oin Mts sstll

be inttcxlucinv as es.clusise olfc tags multir Ic piodu ts di in

the lattem pamtof NIl undet the Piesti lsbcl

lot suppliers in the housess tie sin ill apphan idus

tiy to changes sseme nsixtcl ha ssith consnioclmts pitt ng

inca ssing during the fitst three quitters the seim .ncl tI cii

dropping bs seam end to lcsels compim iblc to ii ose kcli

ssete in cfft ittht seats stamt hinesc labor and vcmlsc xl

costs roseas result of thesseakru ss if the dollai in it ret is

in thc hinest nsinirnutn ssa he htticsc cut ncs the

Rental sbi sttengthencd sis us the IS dollir bs IC

conspared to 2010s 3.b rise hines miatnstmtn ss hot

ftcs cieased slice atlis bs 21 thc saine itc of it ic is

in OI0 portlon of thesc incteascss eat oltMt bs tedutcd

otean freight costs occasioncd hi esccss sl capicts

ness ant sLed ships oidered tm ag ipt ii xl of its sj ost

ssemc placed inscnicc

te Icdema senes eass niones po icie dii md

tet clef ii its 11 the ongi cs all but assume furth Jet alit ttioi

of thc lollu resulting in highcr hinesc hot inch on hi ad

chat yes and increased conimodt costs sdcliti xiii 13

minim im ssaee bump his bee announscd ns tc th
0l2 at Cccats fteight tates it es ect to cltmh ci

ca sals is thc loss paxing durim 7011 mc u1tc di ssi/ tbk

to ixcan caiikrs and his caused tlxm to tecluc. thc nun

of stssis and containtts in senia ft set ate pita itxtca

he of lcrittg of cclusisc ptciduccs to 01 cmiidt tlr Pmcstc

label itlitencid abosc ssill also line cost it act mci tIs5

need to tool eachs product and thc mesukimi te tncnicmit

cat itsseistormes of each tern lkntuma els sonic this cost

imscmeas ssill lx olfset bs piitrncch Ol2 puce it

Ioubthc ss your onipans busts ntis 5mms ill \ppl at cc

segmct Faces mans dilfictthties iss flit sc aix id ilmI

consj etitoms hosseset it docs base nnjot dsatta cs \% Ii

mnans ci its cotnpetitors an tels in on the Chincsi tt tIe

tlicit inoclucts thesegmcntliasitsctssi cnJnct Out odd

staff sshich assuics that its pioducts are sscl disit and

high quahts Its supplicis ate qualhed an it ptttab in ils

thc sc ainent has thc financial tcsotncc to Ice Is stict con

initmsc its and to am sdequat ins entots to .en ii it is

tomc is 55 Inc ls in tc ts assutcs tunels delis ks

lion seuaies Sinai lppiiana Segment
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IL th ilities sa rae as distrih ition ntei tha

oru am pr nail ooker sand appliaria as Both also crroa free

O1 status and or spar atis cia loss cost atr under shippers

rift ealules rr isa haridise consigned to most markets

ha in Irtans cC thesa operationsas iti in tire orripaiis

omple\ has become significantis enhanced since logistic ri

sin ii Or 15cc arent ra ircs ds arc xa ci hated as ith oacr
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In 201 the Absot bent Pr ducts segment enjoyed

zablc inc ream net sales roni the prior sear si nbc ant

rtioii hi of that inc ate stt missed ft om pt ogt in in

ated to 200 to is erOf its ustornet base Operating pi out

iir ci ed front 2010 les cit bs h6 million or iatge

portis of the des Ii ic 2.0 seas due to the ahsc nrc of non

on oig ts es enl ss ich sersed to boost 2010 results

sale of oholete snptnr nt mci the tinting of rebates

stgiitticant tion of the balance of the des line resulted ftotn

iteria ot nL reae largeh pt ipitated by tlic high ot

iii in th si half of the tear and shot tages of the oil based

esi ns reciu red to make ke\ conipot tents of lie product hr

omponc ott include the pols bar ksheets that are used as

tisoist tt hart tet ss Ii ic inst sed as mu as 32 dur tog the

year non wocetis cloth ii ks material that forms the top

and bac kthee of the
in

odus up as much as 16 and srtper

absorbent polymer inch absorbs moisture up as mm as

2A \Iater ial costs ise abrt tl nI ebruat peaked in June

dropped grad tails thet eaRet md wet bark by December to

let els mppro tmating 2010 eaoend costs The etnaining pot

it the earnings des line stein tred frotn irmefhs ienc tes ft otn

ins riad of las tors Dela in the installation and startup of

the ties utid rss ear machine anc material handling sr stem

ci itijor irsp ct machine Ore that occurred in Febt uars

sru ted ops ations need ts shutdoss ii the original cttm

let iw ar mac Inn 1ot major revisi ins to enable it to
fit

oduce

produs that nats hecl that produs bs the ness machine ss as

set an ither stgnifisarmt dist upt ion

Is 01 sotimtrmodit1 prc es are projected to inc ase

otss agai is Flirt are to nsaj ir itifluettccs ahsorfx nt pt od

ti is itet ial ists As altnost all of the high cost materials ate

oil dens ative b.g non is oveto sup absorhetit polvtiiet

fiolt
has sheets taps glue the pt icc of oil is kes he other

maiot tnflus tiLe is ths iA dollat ot tili is tin cioiiit tin cit

etics sit oil bctt it also is detertnitsing actot lot ths airs

of flstf prtlp titade ft om Soutlter Geor ta pitie cited is it ti

the sot of the product anti i1ated ki ess of tli

urteticy alotig ss tth time cttstest tit the \Itddlr but

assu ie tti ng rotnnitidit\ rusts itt
fit

kirts seats inc easi in

pt ices to the segns ttt ustotiiet to off set atittr ated mu

modits itis reases is ttot realist optiots he st tout of

actioti is the inipis tsietitatioti of the fosti pat sit ates It id

beets lati nesi lot 2011 i.e ott sdstetiots of tsess nosisic is

tth fs atut es that simmaitsi
fit emitim teditctiott of costs

th sit tgh tnssi ftcations of ptodstr Jr signs roe of loss ci ist

altar satise timatet tis aid proc rts elsa ds to edsne tIn

of opet atiott \ith the slelavs tic isietit to lie total ttt it nd

ests of the tisas bittes ansi titaterta hatsdit
tig ss sten mist

0f last sats pla ii to of fset cost ic teats has bes it sir fer to
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notist tc Is Looking su far makes 01k 01 t\\ set tigs ss itli in nails

the is etee is of the larg gi iddies hid It in ease ss oil atc hes

ci ea di mp ngs fot hea ithic cookit

11 Cool Tom let tnt Indoor Grill

jot felts ions illed food ant tin egat dk ss of ss eath is ith this

nsdt to1 touch indoot
gi

ill its taised grid grilling suilace allows

gi
eass ippings to dill ass as om fo sd or health icr ooking

ho sired wokin0 ten peratu to Is rnanstained autotsiattcall ti ith

Control asts boat rout ol lea imp is hi ooze It includes

spec ia desioned spat la/sc raix and gri is completely immersible

id dishwashers do ss ith the at control ditac lied

Opt ions ulticookem/stea nier

his .traetis tOtistis multi cooket steatns seafood vegetables and icc

toasts pot
Is hr of and oultrs boils

pasta
cooks soups stest atid cassetolos

and drop ft cli ekot sd hsh basket is mu inded for convenient stean

lug hi ins hitig and deep Irs in he tot spored glass cover allots the usei

to monitot cooking piotress lhe Contiol \laster heat control maintains

cit atc tenip ratures With the hr at conti ol rernosed the multi cooker is

fu lit immersible and dishssashc safe

Kitt hen Kettle niultnooker/stearner

niau kahie vet satility ambles this product to Ix used for no isting

steatnltig blatiching oiling stewing and simmering Accniate cooking

tc mmpciatriros tic imtaiimtaiitod with thu Cruttiul Mastei at ontird

Teav cast cumninurn consti ustion heats menis and resists svarping

imonstick hush inside and out pios ides stlu free cooking and easy

eleatsi ig 11115 unit is frilly inmmemsible us the sink or dishss ashor with the

heat cut itt to1 ci tac hod
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Stainless Si eel Dual Basket PoFry unmersion element deep Itver
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Li
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is th adjsntabls ths riiost it irs tlis hands signal light infLates is ire ths

oil is dv ii rs rp he Os ci LIter is ins laded to redus spitter arid

odors oth ti heatirr5 eleriis it ar enarirs lcd pot cmos for isv leansip

Stainless Steel bier tri Wok
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for tr rs ikirig ss Lift thu oritr of Mast heat oritrol acrtoiriatis ills

ri urituris tlis desired uokirii temper atsrr hs si ok is made of 1srur ious

sta ii less steel cc ith air aisrisi rrir clad base to errssr rc fast urn for iii cook
rig

\\ oft ter ered glass cos er arc sr lit inrmersrhle rid ishis aslier safe

ii 12dm Is bier trk Stainless Steel Skillet

Ii is mur io shill itli hi sr less alls arid tc nrper
ed glass cos er is

uS Os it Cu real rid makes cira mr presentation on oar rter

op ar tab is hen eritertarriiri \rr aftrrnirrurrr clad bottom erisur Cs ultra

act heat sip id es en sI rst ibsitiori of heat he Lout of Masts irs at eorrtrol

rirairitains ookiria ten peratsrres rrtorrratkalls

Sta nless Steel Options electrk mulibcooker

his irniles steel sion of tire options rnrrlti ooker roasts boils stc arus

tes ru ii srs arid Iris \n alsi mirium clad bottom assures fast uruforru

heati he ontrol \laster heat srrit nol
pros ides full range of Treat seles

tons rid auts iru ticalls risairita iris the temperature settine dual
position

handle or tine basket pros isles the ersatrhty to steusi blanch arid deep fry

icr Iti soLe basket arid sos sr air fully immersible and dishss achier saL with

lie fir at or toil renios ed
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Sal idShooter dec trk dir cr/shredder

his inro is ii seld iaro slum or dsreds delightful ai as oFt ch

ii prer is nts sii the ire nsr Is in sala Is soups pu/as rksser ts and ins re Its

ease ndling and inter hangeab sla ing and sIn edding ones gis ted is cook an

edge on prr aPnp fast sut 110 is meals evers day he motorized base ss ipes clean

rd al other arts ai folk inn ersible and dishss isher safe Its compact srz makes

it eas to 5t 10

Professional SaladShooter ele trk sI icer/chredder

\h hik eta ni ic the features of th original sI ieei shi eddei this
step up ru sdel

os ii Irs professional size oos en and capacits Fhr extra laree food hamhei holds

hok potat ft arid nsoi Adapting to ai ge oi small loads is easils ash ies with

an adi rstahle ood suide our pros essing ones enahle this unit to mnakr thick

ai rI tI in slur eo ripples its and shi eds funnel guide is also pros idr to dii ect

ngi
ed ienl

pier
isels ss here sir sired

El Ilectric Stirring Popper

ii trier ii It pp Ip
Pa sIn a/s iii

PopE ite hot air coin popper

PowerPop mkiowave multi-popper

his poppr his trtilt prose ii rtss if as the mini

make up to three rio irts of fIt

kernels Popcorn can he prepared ss

shoi nirig Jo light low ht so

sudors imnt of On ills

md rover ars fully imm ruble and

er/I lie lair Jar is ii rail deinai oJ aria igia loads Ire

Pop re itt ist rig porr orn in this hip six cluart stii ring poppei It utili es tinique

allo stiri ing arnr to es cult disti ibnte kernels assuring superb popping

ci form ince Ihe popper makes both delicious lassic and kettle cmii irs kip

easrls arid mutrrrnatrr alk with virtually no unpopped kernels The trauspaient

sos ci lets 051 see the coi ii pop and douhles as handt serving hoss built in

rrtter luck distributes butter os ci orn as it pp Fhe nonstrc popp up surface

makes sleaiu easp bass nests inside rover for compact storage

Pop ss th hot air not oil fbi tsr ri low calorie snak Ibis unit pops egula or

pocir met po smmg sOil into delicious puffs of popsorn ss ith no satuiated fat

adds ilor es he product is fhst popping up to 18 cups
of pow met pops

than risiuntes wit virtually us uupopped kernels 1r butter lovei th

ible bui ter sup corn en ently melts butter and doubles as handy ineastrriri

Orrnl/ Ralsnbar re P/I lii Prrrp Iv Per sin a/si ar/ri le
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Pressi re Cookers

ssti prs stii sOS kei ai the ideal so0 un tool toi todas busy ii testy Meals

ith ps nltrs melt Ii irs id eget iCes cook to pci Iection in imiiut three

/0 tel times tie om dma cooking nietho is \\ ith ths handy cooking

ilss sesr ii foods in 5ooL at Once ith iso nitci isnisglmg 11 this ois oloi

id odoi he os ei oek nd ato shoss at glans if heres pi esssm is nude

the soosei Pi st pi csssn cc okei ai as ailahle iii polished ahiminsnll and in

ii ssmi osis gle nix ig sta nless steel in as ai met\ of si/es Sisoss at is the Quam

ii ni ss bte hi essu oolei Its Ui clad impact 5\ cIA cI base asssii es sin form

In at disti ibm it on ns iki ne it hotli as tidal and beantif nl Illusti ated at is the

Qsi it AIm mm mom sun loPer Its durabk alsmmninm sonsti nstion miios idle

us ad ee heat at an es om illic il pins

II

Quart Stainless Steel Pressure Cooker with Qui Pressure/Steam Release

lliis resssire sookei is cm aftesi ol gleaming stai sless steel last cvi he tnsg is

assu sI \\ it ti clad base featun ng las ci sf aluminum sa ndss is lied lie ss eels

tss laSs of stainless sn el It featum cs snis p1 essurs steam releasc ssstens

that svpedmm the cool
nsg pi Os sss Is inds stainless steel steamer basket alloss

sevei oods 10 cook it 01 is

11 Pressure Canners ss ith Readahle Steam Gauge

esU 15 550 is un ers pros ide onv inc nt home aiming of vegetables Ii ui ts

meats and sn food sssure canning of fcis the only safe method ofpreserving

loss as id fix ds according to the bl hesc deluxe tanners feature readable

steani isin toi ass sir its pi esssn cnti oh Ilie cii vent/cover lock alloss pressure

10 lsnlsl oisls 55 lien tlus sOS er is fulls closed and prevents tile cover from being

opened ci nt presssi rc is sa fels reduced Canners are sonstructed of strong sva

re ist lit sin ilium foi lest ss is heating

Ii II Ii It is 73 quit iii U/ s/si s/tout ci

It ui It 1110111 ii It 51 lttjil it

7thun tion anning Kit

This
pies sanning kit pios ides is omplete set of accessories for borne eq

Inclsisled ill he kit aie digital ti net canning feninel combination bubble re

lid lift
jar lihei jar ss iench sd kitchen tongs Ilse easy4o use timer coufli

proesssnsg tinses Coin
niy setting up to 99 runsutes and seconds flse tim

ounts up and has dip easel stand arsd magnet for use or storage on metals

4dmone Clock/Timer

his handsome tmnser offers four andy functions ill 015Cc ompact unit

stop ate ii ca endai and clock Ihe easy toread digital display shosss ho

minutes aims set onds It times up to hours ith lucid eleeti onie tolse

signals when time is up As many as fAir activities can be timed at once

mmieniorv stusms three different timer settings lhe spm Ta clip on hack cc

to all easel staud and has magnet tlsat adlseres to metal surfaces heav

ittery is ins mdcd

orocu ui iI fli/sib/u
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NPK National Presto Industries Inc

National Presto Industries Inc

Consolidated Statements of Earnings

Net sales

Cost of sales

Gross profit

Selling and general expenses

Operating profit

Other income principally interest

Earnings before provision for income taxes

Provision for income taxes

Net earnings

Weighted average common shares outstanding

Basic

Diluted

Net earnings per share

Basic

Diluted

FOR THE YEARS ENDED DECEMBER 31 20H 2010 2009

Do/la rs in thousands ex apt
s/tare aD

per
share data

$431021 $479000 $478468

337262 365426 368376

93759 113574 110092

19775 16492 18745

73984 97082 91347

1041 2273 3050

75025 99355 94397

27057 35824 31821

47968 63531 62576

6871 6862 6854

6872 6862 6854

6.98 9.26 9.13

6.98 9.26 9.13

Tli aicolnpanying flutes are cm integral part oft/ic
consoliclat vl financial state OlentS



consolidated financial statements

Other

Balance December31 2009

Net earnings

Unrealized loss in lvii ilable-for-sale

securitIes net of UI

Thta comp rehe is vu Income

Iivideiids paid 8$ per share

Other

Balance December 31 2010

Net ia rnlngs

nrea Prod loss
ii Ival lahle-4r-sale

securities net of tax

ota co np rehe isi vi ncorne

ividends paid $$.2u per share

Other

Balance December31 2011

National Presto Industries Inc

Cousolu Ici ted Sto lements of Stockholders Equity

1X//cr in i/SHin iiiil n/il i/IS Ii ii ii PiiSISiii i/SILl

SHARES OF

COMMON ACCUMULATED

FOR THE YEARS ENDEI STOCK COMMON PAID-IN RETAINED COMPREHENSIVE TREASURY

DECEMBER 31 20112010 2009 OUTSTANDING STOCK CAPITAL EARNINGS INCOME LOSS STOCK TOTAl

BalanceDecember3l2008 6848 87441 $1735 $319362 $536 818469 $310605

Net earnings 62576 62576

Inrealized gain on naiahle-for-sale

securities net of tax 107 107

Iota corn rehe ns vu us orne 62 683

ividends paid $3.33 per
share 38008 38008

10 302 290 592

6858 7441 2037 343930 643 18179 335872

63531 63531

514 514

63017

55889 55889

701 237 937

6865 7441 2738 35157 129 17942 343937

47968 47968

57 57

4791

36665 56665

10 801 307 1107

6875 $7441 $3539 $342873 72 817635 $336290

i/Il IC llI0uV/Ig lotus Ori0H ltIgrOI port iJ tin cswsoiuiItrciJlnanciaistationents



NPK National Presto Industries Inc

National Presto Industries Inc

Consolidated Statements of Cash Flows

Dn1lrs iH

FOR THE YEARS ENDED DECEMBER 31 2011 2010 2009

Cash flows from operating activities

Net earnings

Adjustments to reconcile net earnings to net cash

provided hy used in operating activities

Provision for depreciation

Deferred income taxes

Other

Changes in operating accounts

Accounts receivable net

Ins entories

Other current assets

Accounts payable and accrued liabilities

Federal and state income taxes

Net cash pros ided by operating activities
_________________________________________________________________

Cash flows from investing activities

Marketable securities purchased

Marketable securities maturities and sales

Acquisition of property plant and equipment

Sale of property plant and equipment

Acquisition of business net of cash acquired

Other
______________________________________________________

Cash floss from financing activities

Dividends paid

Other
___________________________________________________

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year _____________________________________________________________

Cash and cash equivalents at end of year _____________________________________________________________

Supplemental disclosures of cash flow inlbrmation

Cash paid during the year for

Income taxes

The anlnotes ore an integral parr of rhe consolidated financial statements

6353147968

9037

5096

628

$62576

8637 8738

399 33

790 682

17973 1244 16765

10284 14557 3145

6729 5604 5362

711 6138 7090

4292 432 2074

Net cash pros ided by used in investing activities

58686 57768 62145

40962 45464 78486

82521 62109 81426

15003 17972 3337

1365 71

4526

220 1580 228

21816 1542 98

56665 55889 38008

439 408 243

56226 55481 37765

24276 745 24282

49719 48974 24692

$73995 49719 48974

$26686 $36479 $30663

21



notes to consolidated financial statements

National Presto Industries Inc

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates in the Preparation of Financial Statements

In preparation of the Companys consolidated financial state

ments in conformity with accounting principles generally

accepted in the United States management is required to make

estimates and assumptions that affect the reported amounts of

assets and liabilities and related revenues and expenses Actual

results could differ from the estimates used by management

Principles of Consolidation

The consolidated financial statements include the accounts

of National Presto Industries Inc and its suhsidiaries all of

which are sshollv-owned All material intercompany accounts

and transactions are eliminated For further discussion of

the Companys business and the segments in \vbich it operates

please refer to Note

Fair Value of Financial Instruments

The Company utilizes the methods of determiningfair value

as described in Financial Accounting Standard Board FASB
Accounting Standard Codification ASC $20 Fair Vilne

Measnreoienrs and fliselosnres to value its financial assets and

liabilities ASC $20 utilizes three-tier fair value hierarchy

which prioritizes the inputs used in measuring fair value

These tiers include Level defined as observable inputs

such as quoted prices in active markets Level defined as

inputs other than quoted prices in active markets that are

either directly or indirectly observable and Level defined as

unobservable inputs in which little or no market data exists

therefore requiring an entity to develop its own assumptions

The carrying amount for cash and cash equivalents accounts

receivable accounts payable and accrued liabilities approxi

mates fair value due to the immediate or short-term maturity

of these financial instruments

Cash Cash Equivalents and Marketable Securities

Cash and Cash Equivalents The Company considers all

highly liquid marketable securities with an original maturity

of three months or less to he cash equivalents Cash equivalents

include money market funds and certificates of deposit The

Company deposits its cash in high quality financial institu

tions The balances at times may exceed federally insured

lImits Certificates of deposit are reported at par value and

money market funds are reported at fair value determined

using quoted prices in active markets for identical securities

Level as defined by FASB ASC 820

The Companys cash management policy provides for its bank

disbursement accounts to be reimbursed on daily basis

Checks issued hut not presented to the bank for payment of

$5313001 and $2788000 at December 31 2011 and 2010

respectively are included as reductions of cash and cash equiva

lents or hank overdrafts in accounts payable as appropriate

Marketable Securities The Company has classified all market

able securities as available-for-sale which requires the securities

to he reported at fair value with unrealized gains and losses

net of tax reported as separate component of stockholders

equity Highly liquid tax-exempt variable rate demand notes

with put options exercisable in three months or less are classi

fied as marketable securities Also included are certificates of

deposit with maturities greater than three months

At December 31 2011 and 2010 cost for marketable securi

ties was determined using the specific identification method

summary of the amortized costs and fair values of the

Companys marketable securities at December 31 is shown in

the following table All of the Companys marketable securities

are classified as Level as defined by FASB ASC 820 with fur

values determined using significant other observable inputs

which include quoted prices in markets that are not active

quoted prices of similar securities recently executed transac

tions broker quotations and other inputs that are observable

There were no transfers into or out of Level during 2111

in thos ls MARKETABLE SECtIRITIES

GROSS GROSS

AMORTIZED INREALIZED UNREAUEI
COST FAIR VALUE GAINS I.OSSES

33034 33014

50248 $50300 12$ Ic

02330 02537 354 $150

37770 37770

680 680

$100807 $101005 354 ISO

Proceeds from sales of marketable securities totaled $82521 in

2011 $62109000 in 2010 and $81426000 in 2000 There

were no gross gains or gross losses related to sales of marketable

securities during the years ended December 31 2011 2011

and 2009 Net unrealized gains losses are reported as sepa

rate component of accumulated other comprehensive income

and were gains of $112000 $198000 and $990001 before

taxes at December 31 2011 2010 and 2009 respectively No

unrealized
gains were reclassified out of accumulated other

comprehensive income Iloss during the
years

ended December

31 2011 2010 and 2009

The contractual maturities of the marketable securities held at

December 31 2011 are as follows $8288000 \vithin one year

S17193000 beyond one year to five
years $12654000 beyond

five years to ten years and $21225000 beyond ten years

26214 26.326 12$ lb

December 31 2011

Tax-exempt

Municipal Bonds

Variable Rate

Demand Notes

Total Marketable

Securities

December 31 2010

Tax-exempt

Municipal Bonds

Variable Rate

Demand Notes

Certiheates of Deposit

Total Marketable

Securities
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All of the instruments in the beyond five year ranges with

the exception of $4804000 of tax-exempt municipal bonds

with maturities between five and seven years are variable rate

demand notes which as noted above can be tendered for cash at

par plus interest within seven days Despite the stated contrac

tual maturity date to the extent tender is not honored the

notes become immediately due and payable

Accounts Receivable

The Companys accounts receivable are related to sales of

products Credit is extended based on prior experience with

the customer and evaluation of customers financial condition

Accounts receivable are primarily due within 30 to 60 days

The Company does not accrue interest on past due accounts

receivable Receivables are written off only after all collection

attempts have failed and are based on individual credit evalua

tion and the specific circumstances of the customer The allow

ance for doubtful accounts represents an estimate of amounts

considered uncollectible and is determined based on the

Companys historical collection experience adverse situations

that may affect the customers ability to pay and prevailing

economic conditions

Inventories

Housewares/Small Appliance segment inventories are stated

at the lower of cost or market with cost being determined

principally on the last-in first-out LIFO method Inventories

for the Defense and Absorbent Products segments are stated at

the lower of cost or market with cost being determined on the

first-in first-out FIFO method

Property Plant and Equipment

Property plant and equipment are stated at cost For machin

ery and equipment all amounts which are fully depreciated

have been eliminated from both the asset and allowance

accounts Straight-line depreciation is provided in amounts

sufficient to charge the costs of depreciable assets to operations

over their service lives which are estimated at 15 to 40 years for

buildings to 10 years
for machinery and equipment and 15

to 20 years for land improvements The Company reviews long

lived assets consisting principally of property plant and equip

ment for impairment when material events and changes in cir

cumstances indicate the carrying value may not be recoverable

Goodwill

The Company recognizes the excess cost of acquired enti

ties over the net amount assigned to the fair value of assets

acquired and liabilities assumed as goodwill Goodwill is tested

fhr impairment on an annual basis at the start of the fourth

quarter and between annual tests whenever an impairment is

indicated such as the occurrence of an event that would more

likely than not reduce the fair value of the reporting unit below

its carrying amount Impairment losses are recognized when

ever the implied fair value of goodwill is less than its carrying

value No goodwill impairments were recognized during 2011

2010 or 2009 The Companys goodwill as of December 31

2011 and 2010 was $18468000 and $11485000 respectively

relating entirely to its Defense Products segment which had

zero cumulative impairment charges at December 31 2011

During 2011 $6983000 was added to goodwill as result of

the acquisition of the assets of ALS Technologies Inc more

fully described in Note The acquisition purchase price allo

cation to goodwill is preliminary and will be finalized in 2012

upon the completion of business valuation The Absorbent

Products segment value of goodwill was $0 with cumulative

impairment charges of $4648000 at both December 31 2011

and 2010 The Company has no recorded intangible assets

other than goodwilL

Revenue Recognition

For all of its segments the Company recognizes revenue when

product is shipped or title passes pursuant to customers

orders the price is fixed and collection is reasonably assured

For the Housewares/Small appliance segment the Company

provides for its 60-day over-the-counter return privilege and

warranties at the time of shipment Net sales for this segment

are calculated by deducting early payment discounts and coop

erative advertising allowances from gross sales The Company

records cooperative advertising allowances when revenue is

recognized See Note AQO for description of the Companys

policy for sales returns

1OI Sales and Returns

Sales are recorded net of estimated discounts and returns The

latter pertain primarily to warranty returns returns of season

al items and returns of those newly introduced products sold

with return privilege The calculation of warranty returns

is based in large part on historical data while seasonal and

new product returns are primarily developed using customer

provided information

11 Shipping and Handling Costs

In accordance with FASB ASC 605-45 Revenue Recognition the

Company includes shipping and handling revenues in net sales

and shipping costs in cost of sales

12 Advertising

The Companys policy is to expense advertising as incurred

and include it in selling and general expenses Advertising

expense was $70000 $9000 and $237000 in 2011 2010

and 2009 respectively

13 Accumulated Other Comprehensive Income

The $72000 and $129000 of accumulated comprehensive in

come at December 31 2011 and 2010 respectively relate to the

unrealized gain on the Companys available-for-sale marketable

security investments These amounts are recorded net of tax

effect of $40000 and $69000 for 2011 and 2010 respectively
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14 Product Warranty

The Companys lousewares/Small Appliance segments

products arc generally warranted to the original owner to be

free from defects in material and workmanship for period

of to 12
years

from date of purchase The Company allows

60-day over-the-counter initial return privilege through co

operating dealers The Company services its products through

corporate service repair operation The Company estimates

its product warranty liability based on historical percentages

which have remained relatively consistent over the years

The product svarranty liability is included in accounts payable

on the balance sheet The following table shows the changes in

product warranty liability for the period

iinonds

YEAR ENDEi DECEMI3ER31 201i 20111

Begin ug ha lane annary

Aeerna during he period

ha rgrs/pav nients made

under the war ra uties

Ba Ia ni.e ecenaher

518 1432

$341 $326

15 Stock-Based Compensation

The Company accounts for stock-based compensation in ac

vOrdanee with ASC 718 Compensaoon Stock Compensation

Under the fair value recognition provisions of ASC 718

stock-based compensation cost is measured at the grant

date based on the fair value of the award and is recognized

as expense ratably over the requisite service period net of

estimated forfeitures As more fully described in Note the

Company awards non-vested restricted stock to employees

and executive officers

16 Income Taxes

Deferred income tax assets and liabilities are recognized for

the differences between the financial and income tax reporting

bases of assets and liabilities based on enacted tax rates and

laws The deferred income tax provision or benefit generally

reflects the net change in deferred income tax assets and

liabilities during the year The current income tax provision

reflects the tax consequences
of revenues and expenses cur

rently taxable or deductible on various income tax returns for

the year reported Income tax contingencies are accounted for

in accordance with FASB ASC 740 Income Thxes See Note

fdr summaries of the provision the effective tax rates and the

tax effects of the cumulative temporary differences resulting

in deferred tax assets and liabilities

17 Recently Issued Accounting Pronouncements

In January 2010 the FASB issued Accounting Standards

Update ASU No 2010-06 Fair Value Measurements and

Disclosures ihph 820 Improving Disclosures about Fair Value

Measurements to provide amendments to Subtopic 820-10

that require new disclosures about transfers into and out of

Level and Level of the fair value hierarchy and separate

disclosures about purchases sales issuances and settlements

relating to Level measurements Specifically for assets and

liabilities that are measured at fair value on recurring basis

in periods after initial recognition e.g trading securities this

ASU redluires separate disclosure of the amount of significant

transfers between Levels and and description of the

reasons for the transfers and separate
information about pur

chases sales issuances and settlements on gross basis in the

reconciliation of Level fair value measurements valued using

significant unobservable inputs ASU 2010-16 clarifies existing

disclosures as follows

Level of disaggregation An entity should provide fair

value measurement disclosures for each class of assets and

liabilities class is often subset of assets or liabilities

within line item in the statement of financial position

An entity needs to use judgment in determining the ap

propriate classes of assets and liabilities

Disclosures about inputs and valuations techniqries An

entity should provide disclosures about the valuation tech

niques i.e the income market or cost approaches and

input used to measure fair value for both recurring and

nonrecurring fair value measurements Those disclosures

are required for fair value measurements that fall in either

Level or Level

ASU 201006 also includes conforming amendments to the

guidance on employers disclosures about postretirement

benefit plan assets Subtopic 15-21 which include change

in terminology from
major categones of assets to classes of assets

and cross-reference to the guidance in Subtopic 820-10 on

how to determine appropriate classes to present fair value

disclosures This ASU is effective for interim and annrial

reporting periods beginning after December 15 2009 except

for the separate disclosures about purchases sales issuance and

settlements in the roll forward of activity in Level fair value

measurements Those disclosures are effective for fiscal years

beginning after December 15 2010 and for interim periods

within those fiscal years In the period of initial adoption enti

ties will not be required to provide the amended disclosures

for
any previous periods presented for comparative purposes

However comparative disclosures are rcqrnred for periods end

ing after initial adoption Early adoption is permitted Except

for the separate disclosures about purchases sales issuance and

settlements in the roll forward of activity in Level fair value

measurements the Company adopted ASU 2010-06 during

the first quarter of 2010 which did not have material effect

on the Companys consolidated financial statements The

Company adopted the separate disclosures about purchases

sales issuance and settlements in the roll forward of activity

in Level fair value measurements during the first quarter of

2011 which did not have material effect on the Companys

consolidated financial statements

$326

523

$465

353
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In May 2011 the FASB issued ASU No 2011-04 Amendments

to Achieve Conimon Fair Value Measurement and Disclosure

Requirements in US CAAP and IFRSs The amendments in

this ASU generally represent clarifications of Topic 820 hut

also include some instances where particular principle or

requirement for measuring fair value or disclosing information

ahout fair value measurements has changed This ASU results

in common principles and requirements for measuring fair

value and for disclosing information about fair value measure

ments in accordance with U.S CAAP and IFRSs The amend

ments in this ASU are to be applied prospectively For public

entities the amendments are effective during interim and

annual periods beginning after December 15 2011 Eady ap

plication by public entities is not permitted The Company will

adopt the methodologies prescribed by ASU 2011-04 by the

date required and does not anticipate that the ASU will have

material effect on its financial position or results of operations

In June 2011 the FASB issued ASU No 2011-05 Amendments

to lbpic 220 Comprehensive Income Under the amendments

in this ASU an entity has the option to present the total of

comprehensive income the components of net income and the

components of other comprehensive income either in single

continuous statement of comprehensive income or in two sepa

rate but consecutive statements In both choices an entity is

required to present each component of net income along with

total net income each component of other comprehensive in

come along with total for other comprehensive income and

total amount for comprehensive income This ASU eliminates

the option to present the components of other comprehensive

income as part of the statement of changes in stockholders

equity The amendments in this ASU do not change the items

that must he reported in other comprehensive income or when

an item of other comprehensive income must be reclassified to

net income The amendments in this ASU should be applied

retrospectively For public entities the amendments are effec

tive for fiscal
years and interim periods within those years be

ginning after December 15 2011 Eady adoption is permitted

because compliance with the amendments is already permit

ted The amendments do not require any transition disclosures

In December 2011 the FASB deferred the requirement to pres

ent reclassification adjustments for each component of accu

mulated other comprehensive income in both net income and

other comprehensive income with the issuance of ASU 2011-

Comprehensive Income Topic 220 Def/rral of the Effective

Date fitrAmendments to the Presentation of Reclassifications

of Items Out of Accumulated Other Comprehensive Income in

Accounting Standards Update No 2011-05 Companies are

required to either present amounts reclassified out of other

comprehensive income on the face of the financial statements

or disclose those amounts in the notes to the financial state

ments During the deferral period there is no requirement to

separately present or disclose the reclassification adjustments

into net income The effective date of the deferral is consistent

with the effective date of the ASU No 20 11-05 The Company

will adopt ASU 2011-5 retrospectively by the required date

INVENTORIES

The amount of inventories valued on the LIFO basis was $30159000

and $35095000 as of December 31 2011 and 2010 respectively and

consists of housewares/small appliance finished goods Under LIFO

inventories are valued at approximately $5518000 and $4205000

below current cost determined on first-in first-out FIFOj basis

at December 31 2011 and 2010 respectively During the years

ended December 31 2011 2010 and 2009 $5474000 $601000

and $892000 respectively of LIFO layer was liquidated The

Company uses the LIFO method of inventory accounting to improve

the matching of costs and revenues for the Housewares/Small

Appliance segment

The following table describes that which would have occurred if

LIFO inventories had been valued at current cost determined on

FIFO basis

flu reuse Deerease In thousands ex opt per s/tare data

COSTOF NET
SALES EARNINGS

$03131 832

$0850 1169

$2082 $0357

This information is provided for comparison with companies using

the FIFO basis

Inventory for Defense Absorbent Products and raw materials of

the Housewares/Small Appliance segments are valued under the

first-in first-out method and total $64347000 and $48037000

at December 31 2011 and 2010 respectively The December 31

2011 FIFO total is comprised of $2600000 of finished goods

$50462000 of work in process and $11285000 of raw material

and supplies At December 31 2010 the FIFO total was comprised

of $2049000 of finished goods $37040000 of work in process

and $8948000 of raw material and supplies

ACCRUED LIABILITIES

At December 31 2011 accrued liabilities consisted of payroll

$6472000 product liability $6052000 environmental

$2250000 and other $1261000 At December 31 2010 ac

crued liabilities consisted of payroll $6536000 product liability

$6448000 environmental $2535000 and other $1053000

The Company is self-insured for health care costs although it does

carry stop loss and other insurance to cover health care claims once

they reach specified threshold The Company is also subject to

product liability claims in the normal course of business It is partly

self-insured for product liability claims and therefore records an

accrual for known claims and incurred but unreported claims in

the Companys consolidated financial statements The Company

utilizes historical trends and other analysis to assist in determining

the appropriate accrual An increase in the number or magnitude

YEAR

2011

21 It

2009

EARNINGS

PER SHARE

$0.12

$0.17

$0.211
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of claims could have material impact on the Companys financial

condition and results of operations The Companys policy is to

accrue fdr legal fees expected to he incurred in connection with

loss contingencies See Note Kfor discussion of environmental

remediation liabilities

TREASURY STOCK

As of December 2011 the Company has authority from the

Board of Directors to reacquire an additional 504600 shares No

shares were reacquired in 2011 2010 or 2009 Treasury shares have

been used for stock based compensation and to fund portion of

the Companys 401k contributions

Non-vested at beginning

NET EARNINGS PER SHARE of period

Earnings per share was calculated using the two-class method

which is an earnings allocation formula that determines earnings

xr share bar common shareholders and each participating security

according to dividends declared and participation rights in undis

trihuted earnings

STOCK-BASED COMPENSATION

The Company from time to time enters into separate
non-vested

share-based payment arrangements with employees and execu

tive officers under the Incentive Compensation Plan approved by

stockholders on May 18 2010 which authorized 50000 shares

to he available for grants The Compensation Committee of the

Companys Board of Directors approves stock-based compensation

awards for all employees and executive officers of the Company

The Company grants restricted stock that is subject to continued

employment and vesting conditions hut has dividend and voting

rights and uses the fair-market value of the Companys common

stock on the grant late to measure the fair value of the awards

The lair value of restricted stock is recognized as expense ratably

over the requisite serviced period net of estimated forfeitures The

Company does not capitalize stock-based compensation costs

During 2011 and 2010 the Company granted 3402 and 3328

shares of restricted stock respectively to 15 employees and execu

tive officers of the Company The restricted stock vests on specified

dates in 2015 through 2017 subject to the recipients continued

employment or service through each applicable vesting date

The Company recognized pre-tax compensation expense
in the

consolidated statements of earnings related to stock-based com

pensation of $29000 $3000 and $0 in 2011 2010 and 2009

respectively Certain accrued bonuses as of December 31 2009

were converted to restricted stock awards during 2010 The fair

value of the awards on the 2010 grant date was $238000 which

approximates the amount that was included in selling and general

expense
in the consolidated statement of earnings for 2009 when

the bonuses were accrued

As of December 31 2011 there was approximately $412000 of

unrecognized compensation cost related to the restricted stock

awards that is expected to be recognized over period of 5.2 years

There were no shares of restricted stock that vested during 2011

2010 or 2009

The following table summarizes the activity for non-vested

restricted stock

2011 20i0

WEIGHTED WEIGHTE1

AVERAGE FAIR AVERAGE FAIR

VALUE AT VALUEAT

SHARES GRANT DATE SHARES GRANT DATE

3328 $109.38 0.00

Granted 3402 93.32 3328 09.38

Non-vested at end

ofperiod 6730 $101.26 3328 $100.38

40 1k PLAN

The Company sponsors 401k retirement plan that covers

substantially all non-union employees Historically the Company

matched up to 50% of the first 4% of salary contributed by

employees to the plan This matching contribution was made with

common stock Starting in 2004 the Company began to match

in cash an additional 50% of the first 4% of salary contributed by

employees plus 3% of total compensation for certain employees

Contributions made from treasury stock including the Companys

related cash dividends totaled $1030000 in 2011 $904000 in

2010 and $592000 in 2009 In addition the Company made

cash contributions of $697000 in 2011 $667000 in 2010 and

$634000 in 2009 to the 401k Plan The Company also contrib

uted $369000 $370000 and $472000 to the 401k retirement

plan covering its union employees at the Amron Division of the

AMTEC subsidiary during the years
ended December 31 2011

2010 and 2009 respectively

INCOME TAXES

The following table summarizes the provision
for income taxes

In tIusnl

YEARS ENDEI DECEMBER31 2011 2010 2009

Current

Federal

State

$17596 $30317 $292tC

4365 5905 2383

21961 36222 31650

Deferred

Federal 4972 996 34

State 124 598 205

5096 398 171

Totaltaxprovision $27057 $35824 $31821
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The effective rate of the provision for income taxes as shown in

the consolidated statements of earnings differs from the applicable

statutory federal income tax rate for the following reasons

2011

35.0%Statutory rate

State tax net of federal benefit 3.9

Tax-exempt interest and dividends 0.5

Other 2.3

Effective rate 36.1%

Deferred tax assets and liabilities are recorded based on the

differences between the tax basis of assets and liabilities and their

carrying amounts for financial reporting purposes The tax effects

of the cumulative temporary differences resulting in deferred tax

assets and liabilities are as follows at December 31

Os thousnO 2011 2010

Deferred tax assets

Insurance primarily product liability

Vacation

Environmental

Goodwill

Other

Total deferred tax assets

Deferred tax liabilities

Depreciation

Other

Net deferred tax liabilities

Net deferred tax assets liabilities

$6141

9366 $4398

39 69

9405 $4467

$3265 1801

The Company establishes tax reserves in accordance with FASB

ASC 740 Income Toxes As of December 31 2011 the carrying

amount of the Companys gross unrecognized tax benefits was

$248000 which if recognized would affect the Companys effec

tive income tax rate

The following isa reconciliation of the Companys unrecognized tax

benefits for the years ended December 31 20 and 2010

Balance at January

Additions for tax positions taken

related to the current year

Additions for tax positions taken

related to prior years

Reductions for tax positions takeu

related to prior years

Settlements

Balance at December31

It is the Companys practice to include interest and penalties in tax

expense During the years ended December 31 2011 and 2010 the

Company accrued approximately $11000 and $37000 in interest

respectively

The Company is subject to U.S federal income tax as well as

income taxes of multiple states The Company is currently under

audit by the Internal Revenue Service for the tax years 2009 and

2010 For all states in which it does business the Company is

subject to state audit statutes

COMMITMENTS AND CONTINGENCIES

The Company is involved in routine litigation incidental to its

business Management believes the ultimate outcome of this litiga

tion will not have material effect on the Companys consolidated

financial position liquidity or results of operations

CONCENTRATIONS

In the Housewares/Small Appliance segment one customer account

ed for 31% of consolidated net sales for the years ended December 31

2010 and 2009 In the Absorbent Products segment one customer

accounted for 12% 11% and 12% of consolidated net sales fhr the

years ended December 31 2011 2010 and 2009 respectively

$2713

885 The Company sources most of its Housewares/Small Appliances

from vendors in the Orient and as result risks deliveries from the

356
Orient being disrupted by labor or supply problems at the vendors

$6268 or transportation delays Should such problems or delays material

ize products might not be available in sufficient quantities during

the prime selling period The Company has made and will continue

to make every reasonable effort to prevent these problems ho\vever

there is no assurance that its efforts will be totally effective In

addition the Companys manufacturing contracts with its foreign

suppliers contain provisions to share the impact of fluctuations in

the exchange rate between the U.S dollar and the Hong Kong dollar

above and below fixed
range contained in the contracts All trans

actions with the foreign suppliers were within the exchange rate

range specified in the contracts during 2011 2010 and 2009 There

is no similar provision applicable to the Chinese Yuan which until

2005 had been tied to the U.S dollar but which has since been

allowed to float and has appreciated in value To date any
material

impact from the change in the value of the currency has been to

the cost of products secured via purchase orders issued subsequent
2010

to the currency value change Foreign transaction gains/losses are

$1447 immaterial to the financial statements for all years presented

75 The Companys Defense segment manufactures products primar

ily
for the U.S Department of Defense DODj and DOD prime

contractors As consequence this segments future business es

111 sentially depends on the product needs and governmental funding

of the DOD During 2011 2010 and 2009 almost all of the work

$418 performed by this segment directly or indirectly for the DOD was

performed on fixed-price basis Under fixed-price contracts the

price paid to the contractor is awarded based on competition at the

outset of the contract and therefore with the exception of limited

escalation provisions on specific materials is generally not subject to

any adjustments reflecting the actual costs incurred by the contrac

tor In addition with the award of the 40mm systems contract key

components and services are provided by third party subcontractors

PERCENT OF PRE-TAx INCOME

2010 2009

35.0% 35.0%

4.6

13.7

2.8

36.1%

1.8

1.1

2.0

33.7%

$2847

951

894

859

589

tJssds

2011

418

87

12

2t19

248
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several of which the segment is required to work with by govern

ment edict Under the contract the segment is responsible for the

perfrmance of those subcontractors many of which it does not

control The Defense segments contracts and suhcontracts contain

the customary provision permitting termination at any time for the

convenience of the government with payment for any work com

pleted associated profit and inventory/work in process at the time

of termination Materials used in the Defense segment are available

from multiple sources As of December 2011 208 employees of

Amron or 21% of the Companys total workGrce are members of

the United Steel Workers union The contract between Amron and

the union is effctivc through February 28 2015

Raw materials for the Absorbent Products segment are commodi

ties that are typival lv available from multiple sources

ENVIRONMENTAL

In May 1986 thc Companys Eau Claire Wisconsin site was placed

on the United States Fnvironmental Protection Agencys National

Priorities List under the Comprehensive Environmental Response

Compensation and liability Act of 1980 because of hazardous

waste deposited on the property As of December 31 1998 all

remediation projects required at the Companys Eau Claire

Vvisconsin site had been installed were fully operational and

restoration activities had been completed In addition the Company

is member of group of companies
that may have disposed of

waste into an Eau Claire area landfill in the 1960s and 1970s After

the landfill was losed elevated volatile organic compounds were

discovered in the groundwater Remediation plans were estab

lished and the costs associated with remediation and monitoring

at the landfill are split evenly between the group
and the City of

I/au Claire As ol December 31 2011 there does not appear tube

exposure
related to this site that would have material impact on

the operations or financial condition of the Company

Based on factors known as of December 31 2011 it is believed that

the Companys existing environmental accrued liability reserve will

be adequate to satisG on-going remediation operations and monitor

ing activities both on- and off-site however should environmental

agencies require additional studies extended monitoring or

rcmediation proje ts it is possible that the existing accrual could

be inadequate Management believes that in the absence of any un

foreseen future developments known environmental matters will

not have any material effect on the results of operations or financial

condition of the Company The Companys environmental accrued

liability on an undiscounted basis svas $2250000 and $2535000

as of December 31 20 and 2010 respectively and is included in

ascrued liabilities on the balance sheet

BUSINESS SEGMENTS

The Company operates in three business segments The Company

identifies its segments based on the Companys organization

structure which is primarily by principal products The principal

product groups are Housewares/Small Appliances Defense

Products and Absorbent Products Sales f/r all three segments are

primarily to customers in North America

The Housewares/Small Appliances segment designs markets

and distributes housewares and small appliances These products

are sold primarily in the United States and Canada directly to

retail outlets and also through independent distributors As more

fully described in Note the Company primarily sources its

Housewares/Small Appliance products from non-affiliated suppli

ers located in the Orient Sales are seasonal with the normal peak

sales period occurring in the fourth quarter of the year prior to the

holiday season

The Defense segment was started in 2001 with the acquisition of

AMTEC Corporation which manufactures precision
mechanical

and electromechanical assemblies Gr the U.S government and

prime contractors During 2005 and again during 2010 AMTEC

Corporation was one of two prime contractors selected by the

Army to supply all requirements for the 40mm Gmily of practice

and tactical ammunition cartridges for period of five years

AMTECs manufacturing plant is located in Janesville Wisconsin

During 2003 this segment was expanded with the acquisition of

Spectra Technologies LLC of East Camden Arkansas This facility

performs Load Assemble and Pack LAP operations on ordnance-

related products for the U.S government and prime contractors

During 2006 the segment was expanded with the acquisition of

certain assets of Amron LLC of Antigo Wisconsin \vhich prirnari

ly
manufactures cartridge cases used in medium caliber 20-40mm

ammunition In 2011 the segment was further augmented with the

purchase of certain assets of ALS Technologies Inc of Bull Shoals

Arkansas which manufactures less than lethal ammunitions

The Absorbent Products segment was started in 2001 with the

acquisition of certain assets from RMEI International Inc forming

Presto Absorbent Products Inc This company manufactured dia

pers During 2003 this segment was expanded with the purchase

of the assets of NCN Hygienic Products Inc Marietta Georgia

manuGcturer of adult incontinence products and training pads fr

dogs Starting in 2004 the company began niaking adult inconti

nence products at the Companys facilities in I/au Claire Wisconsin

Expected future payments for environmental matters arc as R1losvs

YEARS ENDING DECEMBER 3i In ihninIn

2012

2013

2014 24h

2015 234

2010 21g

Thereafter
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The segments products are sold to

distrihutors and other absorbent

product manufacturers In 2007 the

Company completed the closure of

the Georgia facility and consolidated

its absorbent products manufactur

ing in the Eau Claire Wisconsin

facility It no longer manufactures

dog pads

In the following summary operat

ing profit represents earnings

before other income principally

interest income and income taxes

The Companys segments operate

discretely from each other with no

shared manufacturing facilities

Costs associated with corporate

activities such as cash and market

able securities management and the

assets associated with such activities

are included within the Housewares/

Small Appliances segment for all

periods presented

Year ended December 31 2011

External net sales

Gross profit

Operating profit

Total assets

Depreciation and amortization

Capital expenditures

Year ended December 31 2010

External net sales

Gross profit

Operating profit

Total assets

Depreciation and amortization

Capital expenditures

Year ended December 312009

External net sales

Gross profit

Operating profit

Total assets

Depreciation and amortization

Capital expeuditurcs

OPERATING LEASES

The Company leases office manufacturing and warehouse facilities

and equipment
under noncancelable operating leases many of

which contain renewal options ranging from one to five
years

Rent

expense was approximately $806000 $771000 and $836000 for

the years ended December 31 2011 2010 and 2009 respectively

Future minimum annual rental payments required under operating

leases are as follows

YEARS END1NC DECEMBER31 Is Ossssasds

2012 $391

2013 180

2014 28

2015 28

2016 28

Thereafter 44

699

INTERIM FINANCIAL INFORMATION UNAUDITED

The following represents quarterly unaudited financial information

for 2011 and 2010

Is thnsands cx eps per share class

EARNINGS EARNINGS

NET GROSS NET PER SHARE PER SI-IARE

QtARTER SALES PROFiT EARNINGS EASIC DILtJTED

2011

First $108886 21954 $11363 $1.65 $1.65

Second 98268 20665 10817 1.57 1.57

Third 104861 23657 12386 1.80 1.80

Fourth 119006 27483 13402 1.96 1.96

Total $431021 $93759 $47968 $6.98 $6.98

2010

First $106400 24587 $13199 $1.92 $1.92

Sccoud 117075 26517 14975 2.18 2.18

Third 113547 24363 13213 1.93 1.92

Fourth 141978 38107 22144 3.23 3.24

Total $479000 $113574 $63531 $9.26 $9.26

As shown above fourth quarter sales are significantly impacted by

the holiday driven seasonality of the Housewares/Small Appliance

segment This segment purchases inventory during the first three

quarters to meet the sales demand of the fourth quarter The other

segments are typically non-seasonal

HOtJSEWARES/

SMALL DEFENSE ABSORBENT

In slssssa nO APPLIANCES PRODUCTS PRODUCTS TOTAL

130852 $202372 $97797 $431021

27016 62006 4737 93759

16716 55049 2219 73984

238534 109137 63970 411641

993 3469 4575 9037

3249 1558 10196 15003

1S7474 $240762 $80764 $479000

37032 68071 8471 113574

27558 61443 8081 97082

256945 106487 51701 415133

926 3650 4061 8637

1117 3473 13382 17972

150016 $253789 $74663 $478468

40336 61866 7890 110092

30290 54823 6234 91347

261854 107907 33644 402405

925 3570 4243 8738

1240 1275 822 3337
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LINE OF CREDIT AND COMMERCIAL LETTERS

OF CREDIT

The Company maintains an unsecured line of credit for short-term

operating cash needs The line of credit is renewed each year at the

end of the third quarter As of December 31 2011 and 2010 the

line of credit limit ssas set at $3000000 with $0 outstanding on

both dates The interest rate on the line of credit is reset monthly to

the London Inter-Bank Offered Rate LIBOR plus one half of one

percent In addition the Company had issued commercial letters

of redit totaling $1 P41000 and $0 as of December 31 2011 and

2010 respectively related to performance on certain customer

contracts As of December 31 2011 the entire balance of the letters

of credit was unused

BUSINESS ACQUISITION

On November 21 the Company purchased the assets of ALS

Tec hnologies Inc small Arkansas manufacturer of less than lethal

ammunition Products include smoke and tear gas grenades spe

ciahy impact munitions diversionary devices and stun munitions

support accessories like launchers and gas masks as well as training

for the use of its products Sales for 2011 including the portion of

the year prior to the purchase were $8046000 The products are

sold primarily to lasv enforcement corrections and military The

acqrnsition was immaterial to the Companys consolidated financial

statements The purchase price allocation included in the Companys

financial statements is preliminary and will he finalized in 2012

upon the completion of business aluation

OTHER

The Company has cntered into royalty agreement with another

absorbent products company Under the agreement it receives

royalties for its tradeniarks technology knosv-how and the use of

eqrnpment that embodies that technology and knosvhosv It also

purchases and sells to the other company the requisite materials for

the use of the technology During 2011 incident to that agreement

the Company recognized material sales of $4874000 classified

as Net Sales and royalty income classified as Other Income of

$479000 As of Dec ember 31 2011 the assets that pertain to this

agreement are as follosvs Net Accounts Receivable of $3911000

Other Current Assets $1300000 and Net Property Plant and

Equipment $67 100

SUBSEQUENT EVENT

On February 17 2012 the Companys Board of Directors announced

regular dividend of $1.00 per share plus an extra dividend of $5.00

per share On March 2012 payment of $41292000 was made

to the shareholders of record as of March 2012

The performance graph compares cumulative five-year shareholder

returns on an indexed basis with the Standard and Poors 500

Composite Index the SP 500 index and companies with

December 31 2011 market capitalization similar to the Company

The Company adopted this approach because it was unable to

reasonably identify peer group
based on its industries or lines of

business The companies represented are set forth at the bottom

of this page The performance graph is not necessarily indicative of

future performance

COMPARISON OF CUMULATIVE FIVE-YEAR TOTAL RETURN

Assumes $100 invested on December 31 2006 in National Presto

Industries Inc common stock the SP 500 Index and Companies

with Similar Market Capitalization Total return assumes reinvest

ment of dividends

Companies with Similar Market Capitalization Albany Intl

Corp CLA Inc Belo Corp SER COM Boyd Gaming Corp

CEC Entertainment Inc Ceradyne Inc Greenbrier Companies Inc

Mission NewEnergy Ltd MTS Systems Corp Nektar Therapeutics

Orthofix International NV SkyWest Inc Speedway Motorsports

Inc Stratasys Inc Sturm Ruger Co Inc Swisher Hygiene Inc

WD-40 Co Wright Medical Group Inc

All of the companies included in the peer group
for the perfdr

mance graph that was contained in the 2010 Annual Report are

excluded from the current peer group
Gr all

years shown in the

above performance graph because the companies do not have

market capitalization between $635 million and $651 million as

of December 31 2011 and therefore do not have market capital

izatioIi sinnlar to that of the Company The companies removed

from the peer group are Clean Slate Inc ACI Worldwide Inc

Clearwater Paper Corp Constant Contact Inc Dineequity Inc

Exelixis Inc Finish Line Inc CL Genesco Inc Grand Canyon

Education Inc Interface Inc CL JJ Snack Foods Corp 12

Inc Lions Gate Entertainment Cb Mellanox Technologies Ltd

NACCO Industries CL Stec Inc Telvant Git SA

350

300

250

200

ISO

ioo

50

2006

Nailonal Preen Indnsiries Inc

SPSO0 Index

---- PeerGeoup

2007 2008 2009 2010 2011
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Report of Independent Registered Public Accounting Firm DC

Board of Directors and Stockholders

National Presto Industries Inc

Eau Claire Wisconsin

We have audited the accompanying consolidated balance sheets of National Presto Industries Inc as of

December 31 2011 and 2010 and the related consolidated statements of earnings stockholders equity and

cash flows for each of the three years in the period ended December 31 2011 In connection with our audits

of the financial statements we have also audited the accompanying Schedule II Valuation and Qualifying

Accounts Thcse financial statements and schedule are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements and schedule based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board

United States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes examining on

test basis evidence supporting the amounts and disclosures in the financial statements assessing the accounting

principles used and significant estimates made by management as well as evaluating the overall presentation of

the financial statements and schedule We believe that our audits provide reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly in all material respects

the financial position of National Presto Industries Inc at December 31 2011 and 2010 and the results of its

operations and its cash flows for each of the three years in the period ended December 31 2011 in conformity

with accounting principles generally accepted in the United States of America

Also in our opinion the financial statement schedule when considered in relation to the basic consolidated

financial statements taken as whole presents fairly in all material respects the information set forth therein

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board

United States National Presto Industries Inc.s internal control over financial reporting as of December

31 2011 based on criteria established in Internal Control Integrated Framework issued by the Committee

of Sponsoring Organizations of the Treadway Commission COSO and our report dated March 15 2012

expressed an adverse opinion thereon

/s/ BDO USA LLP

Milwaukee Wisconsin

March 15 2012
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National Presto Industries Inc

Manage nientc Discussion and Analysis of Financial Condition and Results of Operations

Forward-looking statements in this Managements Discussion

and Analysis of Financial Condition and Results of Operations

elsewhere in this Companys 2011 Annual Report to Shareholders

in the Form 10-K in the Proxy Statement for the annual meeting

to he held May 15 2012 and in the Companys press releases and

oral statements made with the approval of an authorized execu

tive officer are made pursuant to the safe harhor provisions of the

Private Securities Litigation Reform Act of 1995 There are certain

important factors that could cause results to differ materially from

those anticipated by some of the statements made herein Investors

are cautioned that all forward-looking statements involve risks and

uncertainty In addition to the factors discussed herein and in the

notes to consolidated financial statements among the other factors

that could caosi actual results to differ materially are the follow

ing consumer spending and debt levels interest rates continuity

of relationships with and purchases by major customers product

mixthe henefit and risk of husiness acquisitions competitive

pressure on sales and pricing increases in material freight/shipping

or production cost which cannot he recouped in product pricing

delays or interruptions in shipping or production from machine

issues work or labor disruptions stemming from unionized work

force changes in government requirements and funding of govern

rnent contracts failure of subcontractors or vendors to perform as

required by contract the efficient startup and utilization of capital

equipment investments and political actions of federal and state

governments which could have an impact on everything from the

value of the iS dollar vis-S-vis other currencies to the availability

ol affordable labor and energy Additional information concerning

these and other hsctors is contained in the Companys Securities and

Exchange Commission filings copies of svhich are available from

the Company ithout charge

2011 compareil to 2010

Readers are directed to Note Business Segments to the

Consolidated Financial Statements for data on the financial results

of the Companys three business segments for the years ended

December 31 2111 and 2010

On consolidated basis sales decreased by $4797f 000 10% gross

margins decreased by $19815000 17% and selling and general

expense increased by $3283000 20% Other income principally

interest decreased by $1232000 54% while earnings before

provision for income taxes decreased by $24330000 25% and net

earnings decreased $15563000 25% Details concerning these

changes can he found in the comments by segment found below

Housewares/Small Appliances net sales decreased $26622000

from $1 574741 101 to $130852000 or 17% which was primarily

attributable to decrease in units shipped largely attributed to the

gro\ving retail trend of purchasing private label products coupled

with phenomenon known as the just in time consumer resulting

in the retailers failure to maintain adequate stock when the con

sumers were ready to make purchase Both trends are expected to

result in reduction of volume during the first half 2012 Exclusive

products will be introduced in the latter part of the
year to counter

the first trend Defense net sales decreased by $38390000 from

$240762000 to $202372000 or 16% primarily reflecting

decrease in unit shipments which has had the effect of deferring

sales to later date Absorbent Products net sales increased by

$17033000 from $80764000 to $97797000 or 21% primarily

from an increase in unit shipments due in large part to its success

ful implementation of its customer diversification program That

program will be particularly critical in 2012 to offset the expected

reduction of shipments to its major customer which began produc

ing product in its own facility during the fourth quarter of 2012

Housewares/Small Appliance gross profit decreased $10016000

from $37032000 24% of sales in 2010 to $27016000 21% of

sales in 2011 primarily reflecting the decrease in sales mentioned

above augmented by increased commodity costs Defense gross

profit decreased $6065000 from $68071000 28% of sales to

$62006000 31% of sales reflecting the decrease in sales men
tioned above approximately half ofwhich was offset by realized

efficiencies and more favorable product mix Absorbent Products

gross profit decreased $3734000 from $8471000 11% of sales to

$4737000 5% of sales primarily reflecting increased commodity

costs inefficiencies stemming from the installation and startup

of new production equipment and fire on one of the segments

machines The decrease was further augmented by differences in

year to year supplier rebate timing which favorably affected prior

year margins by $401000 Commodity costs are expected to

increase in 2012 as well

Selling and general expenses for the Housewares/Small Appliance

segment increased $826000 from the prior years levels Significant

items were increases in employee benefit cost and bad debt accruals

of $1076000 and $350000 respectively and legal and profession

al costs of $260000 partially offset by decreases in self-insurance

and environmental reserves of $771000 and $159000 respec

tively Defense segment selling and general expenses increased

$329000 primarily reflecting increases in legal and professional

costs of $127000 employee benefit costs of $51000 and other

individually insignificant items Selling and general expenses for

the Absorbent Products segment increased $2128000 The most

significant items were the absence of last years gain on the sale of

obsolete equipment of $1293000 and an increase in the reserve far

bad debts of $638000

The above items were responsible for the change in operating profit

Earnings befhre provision for income taxes decreased $24330000

from $99355000 to $75025000 The provision for income taxes

decreased from $35824000 to $27057000 which resulted in
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an effective income tax rate of 3600 in both years Net earnings

decreased $15563000 from $63531000 to $47968000

2010 compared to 2009

Readers are directed to Note Business Segments to the

Consolidated Financial Statements for data on the financial results

of the Companys three business segments for the years ended

December 31 2010 and 2009

On consolidated basis sales increased by $532000 less than

1o gross margins increased by $3482000 300 and selling and

general expense decreased by $2253000 1200 Other income

principally interest decreased by $777000 26o while earnings

before provision for income taxes increased by $4958000 50 and

net earnings increased by $955000 2o Details concerning these

changes can be found in the comments by segment found below

Housewares/Small Appliances net sales increased $7458000

from $150016000 to $157474000 or 5o which was primar

ily attributable to an increase in units shipped portion of the

increase was due to heavy first quarter 2010 shipments occasioned

by low year-end 2009 retail inventories Shipments during that

quarter
increased by $4888000 over the comparable quarter of

the prior year Defense net sales decreased by $13027000 from

$253789000 to $240762000 or 5% primarily reflecting

decrease in unit shipments Absorbent Products net sales increased

by $6101000 from $74663000 to $80764000 or 8o primarily

from an increase in unit shipments

Housewares/Small Appliance gross profit decreased $3304000

from $4t336000 27o of sales in 2009 to $37032000 24o

of sales in 2010 primarily reflecting increased commodity and

freight costs offset in part by the increase in sales mentioned above

Defense gross profit increased $6205000 from $61866000 24%

of sales to $68071000 28o of sales reflecting decreased material

costs and more favorable product mix offset in part by the

decrease in sales mentioned above Absorbent products gross profit

increased $581000 from $7890000 10o of sales to $8471000

110o of sales But for differences in year to year supplier rebate

timing of $802000 gross margins would have decreased as result

of increased commodity costs

Selling and general expenses for the Housewares/Small Appliance

segment
decreased $572000 from the prior years levels Significant

items were decrease in employee benefit cost accruals of $624000

and advertising costs of $225000 partially offset by an increase in

environmental expenditures of $167000 Defense segment selling

and general expenses decreased $415000 primarily reflecting

the absence of certain prior year incentive compensation accruals

Selling and general expenses for the Absorbent Products segment

decreased $1266000 reflecting comparative increase in net gains

on the sale of obsolete equipment of $1588000 partially offset

primarily by increases in compensation and travel costs related to

augmented sales force

The above items were responsible for the change in operating profit

Earnings before provision for income taxes increased $4958000

from $94397000 to $99355000 The provision for income taxes

increased from $31821000 to $35824000 which resulted in an

effective income tax rate increase from 34% to 3600 reflecting in

largest part an increase in state income tax rates augmented by an

increase in earnings subject to tax Net earnings increased $955000

from $62576000 to $63531000

Liquidity and Capital Resources

2011 compared to 2010

Cash provided by operating activities was $58686000 during 2011

as compared to $57768000 during 2010 The principal factors

behind the increase in cash provided can be found in the changes

in the components of working capital within the Consolidated

Statements of Cash Flows Of particular note during 2011 were net

earnings of $47968000 reflecting decrease in late fourth quarter

sales and reduction in accounts receivable levels These items were

offset by increases in inventory levels and deposits with vendors

included in other current assets and decrease in payable levels

Of particular note during 2010 were net earnings of $63531000

and an increase in payable levels largely reflecting deposits received

from one customer during the year Also of note were an increase in

inventory levels and change in other current assets attributable to

additional deposits made to vendors

Net cash provided by investing activities was $21816000 dur

ing 2011 compared to $1542000 used during 2010 Of note

during 2011 were net maturities/sales of marketable securities of

$41559000 partially offset by the acquisition of plant and equip

ment of $15003000 primarily to support the expansion of the

Absorbent Products segment and the acquisition of assets compris

ing small business in the Defense segment described in Note

to the Consolidated Financial Statements of $4526000 Of note

during 2010 was the $17972000 of cash used in the acquisition

of plant and equipment primarily to support the expansion of the

Absorbent Products segment The purchase of plant and ecluipment

was essentially funded through the sale of marketable securities

Based on the accounting professions 2005 interpretation of cash

equivalents under Financial Accounting Standards Board FASB
Accounting Standard Codification ASC 230 the Companys

variable rate demand notes have been classified as marketable secu

rities This interpretation which is contrary to the interpretation

that the Companys representative received directly from the FASB

which indicated it would not object to the Companys classification
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of variable rate demand notes as cash equivalents has resulted in

presentation of the Companys consolidated balance sheet that the

Company believes understates the true liquidity of the Companys

income portfolio l\s of December 31 2011 and 2010 $33034000

and $37779000 respectively of variable rate demand notes are

classified as marketable securities These notes have structural

features that allow the Company to tender them at par plus interest

within
any 7-day period for cash to the notes trustees or remarket

ers and thus provide the liquidity of cash equivalents

The Company increased its dividends paid in 2011 by $0.10 svhich

accounted for the ins rease in cash used in financing activities

As result of the foregoing factors cash and cash equivalents

increased in 2011 by $24 276000 to $73995000

Working capital decreased by $15852000 to $262959000 at

December 31 2111 for the reasons stated above The Companys

current ratio was 5.0 to 1.0 at December 31 2011 compared to 5.2

to 11 at December 31 2010

The Company expects to continue to evaluate acquisition opportu

nities that align with its business segments and will make further

acqrnsitions as we1 as continue to make capital investments in

these segments pr existing authorized projects and for additional

projects if the appropriate return on investment is projected

The Company has sribstantial liquidity in the form of cash and cash

equivalents and marketable secririties to meet all of its anticipated

capital reqriirenients to make dividend payments and to fund

future growth through acquisitions and other means The hulk of

its marketable securities are invested in the tax-exempt variable rate

demand notes described above and in municipal bonds that are pre

ref unded with escrowed hIS Treasuries The Company intends to

continue its investment strategy of safety and short-term liquidity

throughout its investment holdings Comparative yields during

2111 were lower than those in the preceding year The lower yields

combined with des rease in the Companys investment holdings

served to decrease interest income There can he no assurance that

interest rates will not continue to decline The interest rate environ

nient is frinction ii national and international monetary policies

as well as the grosvth and inflation rates of the U.S and foreign

economies and is not controllable by the Company

2010 compared to 2009

Cash provided operating activities was $57768000 during

2010 compared to $62145000 during 2009 The principal factors

behind the decrease iii cash provided can he found in the changes

in the components of working capital within the Consolidated

Statement of Cash Flosvs Of particular note during 2010 were net

earnings of $63531000 and an increase in payable levels largely

reflecting deposits received from one customer during the
year

Also of note were an increase in inventory levels and change in

other current assets attributable to additional deposits made to

vendors Of particular note during 2009 were net earnings of

$62576000 an increase in payable levels reflecting an increase in

purchases near the end of 2009 and an increase in inventory levels

These were partially offset by an increase in accounts receivable

levels stemming from increased sales on account recognized near

the end of 2009 as compared to the end of 2008 and deposits made

to vendors during 2009

Net cash used in investing activities \vas $1542000 during 2011

compared to $98000 during 2009 Of note during 2010 was the

$17972000 of cash used in the acquisition of plant and equipment

primarily to support the expansion of the Absorbent Products

segment Of note during 2009 was the $333700f used in the

acquisition of various plant and equipment utilized across all three

segments The purchase of plant and equipment in both
years was

essentially funded though the sale of marketable securities

Based on the accounting professions 2005 interpretation of cash

equivalents under Financial Accounting Standards Board fiFASW

Accounting Standard Codification ASC 230 the Companys

variable rate demand notes have been classified as marketable seen

rities This interpretation which is contrary to the interpretation

that the Companys representative received directly from the FASB

which indicated it would not object to the Companys classification

of variable rate demand notes as cash equivalents has resulted in

presentation of the Companys consolidated balance sheet that the

Company believes understates the true liqrndity of the Companys

income portfolio As of December 31 2010 and 2009 $37779001

and $43314000 respectively of variable rate demand notes are

classified as marketable securities These notes have structural

features that allow the Company to tender them at par plus interest

within any 7-day period for cash to the notes trustees or remarket

ers and thus provide the liquidity of cash equivalents

The Company increased its dividends in 2010 by $2.60 which

accounted for the increase in cash used in financing activities

As result of the foregoing factors cash and cash equivalents

increased in 2010 by $745000 to $49719000

Working capital decreased by $2208000 to $278811000 at

December 31 2010 for the reasons stated above The Companys

current ratio was 5.2 to 1.0 at December 31 2010 compared to 5.6

to 1.0 at December 31 2009

Defense Segment Backlog

The Companys Defense segment contract backlog was approxi

mately $342000000 at December 31 2011 and $329000000 at

December 31 2010 Backlog is defined as the value of orders from

the customer less the amount of sales recognized against the orders

It is anticipated that the backlog will be performed during an IS to

24-month period
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Con tractual Obligations

The table discloses

summary of the Companys

specified contractual obliga

tions at December 31 2011

Critical Accounting Policies

The preparation of the consolidated financial statements in

accordance with accounting principles generally accepted in the

United States requires management to make certain estimates and

assumptions that affect the amount of reported assets and liabilities

and disclosure of contingent assets and liabilities at the date of

the consolidated financial statements and revenues and expenses

during the periods reported Actual results may differ from those

estimates The Company reviewed the development and selection

of the critical accounting policies and believes the following are the

most critical accounting policies that could have an effect on the

Companys reported results These critical accounting policies and

estimates have been reviewed with the Audit Committee of the

Board of Directors

Inventories New Housewares/Small Appliance product introduc

tions are an important part of the Companys sales to offset the

morbidity rate of other Housewares/Small Appliance products

and/or the effect of lowered acceptance of seasonal products due

to weather conditions New products entail unusual risks and

have occasionally in the past resulted in losses related to obsolete

or excess inventory as result of low or diminishing demand for

product There were no such obsolescence issues that had material

effect during the current year and accordingly the Company did

not record reserve for obsolete product In the future should

product demand issues arise the Company may incur losses related

to the obsolescence of the related inventory Inventory risk for

the Companys other segments is not deemed to be significant as

products are largely built pursuant to customers specific orders

Self-Insured Product Liability Health Insurance The Company

is subject to product liability claims in the normal course of

business and is self-insured for health care costs although it does

carry stop loss and other insurance to cover claims once health

care claim reaches specified threshold The Companys insur

ance coverage varies from policy year to policy year and there are

typically limits on all types of insurance coverage xvhich also vary

from policy year to policy year Accordingly the Company records

an accrual for known claims and incurred but not reported claims

NPK National Presto Industries Inc

including an estimate for related legal fees in the Companys

consolidated financial statements The Company utilizes historical

trends and other analysis to assist in determining the appropriate

accrual There are no known claims that would have material

adverse impact on the Company beyond the reserve levels that have

been accrued and recorded on the Companys books and records

An increase in the number or magnitude of claims could have

material impact on the Companys financial condition and results

of operations

Sales and Returns Sales are recorded net of discounts and returns

The latter pertain primarily to warranty returns returns of seasonal

items and returns of those newly introduced products sold with

return privilege The calculation of warranty returns is based in large

part on historical data while seasonal and new product returns are

primarily developed using customer provided information

New Accounting Pronouncements

Please refer to Note A17 to the Consolidated Financial Statements

for information related to the future effect of adopting new

accounting pronouncements on the Companys consolidated

financial statements

Quantitative and Qualitative Disclosures about

Market Risk

The Companys interest income on cash equivalents and market

able securities is affected by changes in interest rates in the United

States Cash equivalents primarily consist of money market funds

Based on the accounting professions 2005 interpretation
of cash

equivalents under FASB ASC 230 the Companys 7-day variable

rate demand notes are classified as marketable securities rather than

as cash equivalents The demand notes are highly liquid instru

ments with interest rates set every days that can be tendered

to the trustee or remarketer upon days notice for payment of

principal and accrued interest amounts The 7-day tender feature

of these variable rate demand notes is further supported by an

irrevocable letter of credit from highly rated U.S banks To the

extent bond is not remarketed at par plus accrued interest the

PAYMENTS DUE BY PERIOD thsals

CONTRACTUAL MORE THAN

OBLIGATIONS TOTAL UNDER 1YEAR I-3YEARS 3-BYEARS SYEARS

Operating lease obligations 699 391 208 56 544

Purchase obligationstm $184350 $184350

Larn-outpayments 3000 $2000 $1000

Total $188049 184741 $2208 $1056 $44

base sbligotisis
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srslers issued the Cisupeoou
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ITe Csntpany has eugreesl ta ntabe eertai payments slepesslest ups thsfitutrepsrtitrnuaua eiJ Defuse segment sltsltarp isossl uijssit its

entisipateil future sfearsigs
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difference is drawn from the hanks letter of credit The Company

has had no issnes tendering these notes to the trustees or remarket

ers Other than failure of major U.S bank there are no known

risks of which the Company is aware that relate to these notes in the

current market The balance of the Companys investments is held

primarily in fixed rate municipal bonds with an average life of 2.8

years Accordingly changes in interest rates have not had material

effect on the Company and the Company does not anticipate that

future exposure to interest rate market risk will he material The

Company uses sensitivity analysis to determine its exposure to

changes in interest rates

The Company has no history of and does not anticipate in

the future investing in derivative financial instruments Most

transartions with international customers are entered into in

U.S dollars precluding the need for foreign currency cash flow

hedges The Companys manufacturing contracts with its foreign

scippliers contain pros isions to share the impact of fluctuations

in the exchange rate between the U.S dollar and the Hong Kong

dollar above and below fixed
range contained in the contracts All

transactions with the foreign suppliers svere within the exchange

ratc range specificd in the contracts during 2011 2010 and 2009

There is no similar provision applicable to the Chinese Renminbi

RMB svhich until 2005 had been tied to the U.S dollar To the

extent there are further revaluations of the RMB vis-à vis the U.S

dollar it is anticipated that any potential material impact from such

revalnations will he to the cost of products secured via pnrchase

orders issued subsecinent to the revalciation

Changes In and Disagreements With Accountants on

Accou ring and Financial Disclosure

None

Controls and Procedures

The Companys management including the Chief Executive Officer

and Chief Financial Officer have conducted an evaluation of the

effectiveness of the design and
operation of the Companys disclo

sure controls and procedures pursciant to Rule 13a15 under the

Securities Exchange Act of 1934 fthe 1934 Act as of December

31 2011 Based on that evaluation the Companys Chief Executive

Officer and Chief Financial Officer concluded that the Company

did not maintain ci fc tive disclosure contrnls and procedures as of

December 2011 as result of material weakness in internal

control over financial reporting This conclusion was based on the

identification of material ssreakness solely related to an improper

segregation of duties within the Companys Defense segment The

segregation of duties situation is described below in Managements

Assessment of Internal Control over Financial Reporting

There were changes in internal controls over financial reporting

during the quarter and year ended December 31 2011 that have

materially affected or are reasonably likely to materially affect the

Companys internal control over financial
reporting The changes

relate to the segregation of duties situation described below

MANAGEMENTS ASSESSMENT OF INTERNAL CONTROL

OVER FINANCIAL REPORTING

The management of National Presto Industries Inc is responsible

for establishing and maintaining adequate internal control over

financial reporting as defined in Rule 13a-lSff and lSd-l5f under

the 1934 Act The Companys internal control system was designed

to provide reasonable assurance to the Companys management and

Board of Directors regarding the preparation and fair presentation

of published financial statements

All internal control systems no matter how well designed have

inherent limitations Therefore even those systems determined to

be effective can provide only reasonable assurance with respect to

financial statement preparation and presentation

Management assessed the effectiveness of the Companys internal

control over financial reporting as of December 31 2111 In making

this assessment it used the criteria set forth by the Committee of

Sponsoring Organizations of the Treadway Commission COSO in

Internal Control Integrated Framework Based on our assessment

and those criteria management concluded that as of Deceniher

31 2011 the Company did not maintain effective internal control

over financial reporting solely relating to improper segregation of

duties identified within the Companys Defense segment During

the fourth quarter of 2011 members of the Companys financial

staff had access to automated accounting functions and the ability

to administer
security over the processing of accounting data In

the future system access reviews will be conducted on quarterly

basis to ensure that proper segregation of duties is maintained The

segregation of duties situation described above was remediatcd prior

to the issuance of this report

The Companys independent registered public accounting firm

has issued its report on the effectiveness of the Companys
internal control over financial reporting The report appears on

the following page
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report of independent auditor NPK National Presto Industries Inc

Report of Independent Registered Public Accounting Firm

Regarding Internal Control BDc
Board of Directors and Stockholders

National Presto Industries Inc

Eau Claire Wisconsin

We have audited National Presto Industries Inc.s internal control over financial reporting as of December 31 2011 based

on criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of

the Treadway Commission the COSO criteria National Presto Industries Inc.s management is responsible for maintaining

effective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial

reporting included in the accompanying Item 9A Managements Report on Internal Control Over Financial Reporting Our

responsibility is to express an opinion on the companys internal control over financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal

control over financial reporting was maintained in all material respects
Our audit included obtaining an understanding of

internal control over financial reporting assessing the risk that material weakness exists and testing and evaluating the

design and operating
effectiveness of internal control based on the assessed risk Our audit also included performing such other

procedures as we considered necessary in the circumstances We believe that our audit provides
reasonable basis for our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the

reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally

accepted accounting principles companys internal control over financial reporting includes those policies and procedures that

pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions

of the assets of the company provide reasonable assurance that transactions are recorded as necessary to permit preparation

of financial statements in accordance with generally accepted accounting principles and that receipts and expenditures of the

company are being made only in accordance with authorizations of management and directors of the company and provide

reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys

assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

material weakness is deficiency or combination of deficiencies in internal control over financial reporting such that

there is reasonable possibility that material misstatement of the companys annual or interim financial statements will not

be prevented or detected on timely basis material weakness in internal control over financial reporting has been identified

and described in managements assessment Members of the Companys financial staff have extensive access to system based

accounting functions and the ability to administer security over the system processing the accounting data These incompatible

functions could result in unauthorized or inappropriate activities and its reasonably possible that material misstatement could

occur that may not be prevented or detected in timely manner This material weakness was considered in determining the

nature timing and extent of audit tests applied in our audit of the 2011 financial statements and this report does not affect our

report dated March 15 2012 on those financial statements

In our opinion National Presto Industries Inc did not maintain in all material respects effective internal control over financial

reporting as of December 31 2011 based on the COSO criteria

We do not express an opinion or any other form of assurance on managements statements referring to any corrective actions

taken by the Company after the date of managements assessment

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States the

consolidated balance sheets of National Presto Industries Inc as of December 31 2011 and 2010 and the related consolidated

statements of earnings stockholders equity and cash flows for each of the three years in the period ended December 31 2011

and our report dated March 15 2012 expressed an unqualified opinion thereon

/s/ BDO USA LLP

Milwaukee Wisconsin

March 15 2012
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3.80

WEIGHTED AVERAGE

COMMON AND
COMMON

NET EQUJVALENTSHARES
EARNINGS OUTSTANDING

record of dividends paid and market price of common stock

P0 Quai ter

Second Quarter

Third Quarter

Fourth Quarter

lull \cai

STOCKHOLDERS

EQtITY

YEARS ENDED DECEMBER 31

In
thniicaiirlcnupterchrir ilatt

2011 2010 2009 2008 2007

Net sales

Net earnings

Net earnings per hare

llti and Diluted

Total assets

Iiv idcnd paid per rommon

hdI 1ppliLahlc to current year

Regular

Total

$431021 $479000 $478468 $448253 $421287

47968 63531 62576 44183 38623

6.98 9.26 9.13 6.45 5.65

$411641 415133 $402405 $365883 $374676

1.00 1.00 1.00 1.00 0.95

7.25 7.15 4.55 3.25 2.85

8.25 8.15 5.55 4.25

summary of statistics

Ii up /k shun laiu

67th Consecutive Dividend Year

PER SHARE

CASH
NET DIVIDENDS PAID

EARNINGS REGtJLAR EXTRA

$431021 $47968 6872 $6.98 $1.00 7.25 $48.04

479000 63531 6862 9.26 1.00 7.15 50.12

478468 62576 6854 9.13 1.00 4.55 49.00

448253 44183 6845 6.45 1.00 3.25 45.38

421287 38623 6836 5.65 0.95 2.85 43.10

2011 FISCAL YEAR 2010 FISCAL YEAR

DIVIDENDS PAID MARKET PRICE DIVIDENDS PAIl MARKET PRICE

PER SHARE HIGH LOW PER SHARE HIGH LOV

$8.25 $136.77 $102.49 $8.15 $130.58 $108.11

114.21 95.65 117.99 90.61

105.44 8574 110.35 80.5

99.99 82.76 134.40 105.40

$8.25 $136.77 82.76

In hurl 1u/u fir lr ui OS 00 rn stn hir if 572S 20/Ohi lull ncpnlrrrIii mr/uI 5100 tdi nrc licll

$8.15 $134.40 89.50
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board of directors officers and principal executives

Maryjo Cohen Maryjo Cohen

Chair of the Board President Chair of the Board President

and Chief Executive Officer and Chief Executive Officer

Randy Lieble Randy Lieble

Vice President Chief Financial Officei Vice President Chief Financial Officer

and Treasurer and Treasurer

Richard Cardozo Donald Hoeschen

Professor Emeritus Carison School of Management Vice President Sales

University of Minnesota

Senior Scholar Florida International University
Larry Tienor

Vice President Engineering

Patrick Quinn

Retired Chairman and President Ayres Associates
Douglas Frederick

Eau Claire Wisconsin
Secretary

Joseph Stienessen
Gerald Schlewitz

Accounting Financial and Tax Advisor
Planning and Logistics Manager

Former Principal

Larson Allen Weishair and Company LLP

Altoona Wisconsin

from October 2004 until retirement in July 2007

shareholder information

Corporate Headquarters Annual Meeting of Stockholders

National Presto Industries Inc May 15 2012 at 200 p.m CDT
3925 North Hastings Way Corporate Headquarters

Eau Claire Wisconsin 54703 3925 North Hastings Way
Eau Claire Wisconsin 54703

Telephone 715 839-2121

As of December 30 2011 there were
Website www.GoPresto.com

335 registered stockholders

Common Stock
Stockholder Inquiries

Ticker Symbol NPK
Common stock of National Presto Industries Inc

For general information about the Company

telephone 715 839-2244
is traded on the New York Stock Exchange

Certifications
Transfer Agent and Registrar

The annual CEO certification required under
Computershare Trust Company N.A

NYSE Rule 303A.12a was filed in 2011 without
250 Royall Street

qualification The certifications required under
Canton MA 02021

Section 302 of the Sarbanes-Oxley Act of 2002
800962-4284

were included as Exhibits 31.1 and 31.2 to

the Companys Form 10-K for the year ended

December 31 2011
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